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OATH OR AFFIRMATION

David Staudinger swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

PCSDunbar Securities LLC .as

December 31 20 08 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

MCHELLE JANNIELLO
Notary

PubIic
State Of New York

________________

Quahfied In New York
CountyCommission Expires December 23 20$

Title

Not4ublic

This report contaiiis check all applicable boxes
1I Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

lxi Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

IZI Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Ruló 15 c33
Ic Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.

EXI An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed sincethe date ofthe previous audit

Independent auditors report on internal control
spor conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3

of

SigKaturc



Michael Sullivan Company

CERTIFIED PUBLIC ACCOUNTANTS P.C

1140 Franklin Avenue Garden City NY 11530 516-742-2324 Fax 516-742-0530

To the Members

PCS Dunbar Securities LLC

Purchase New York

Independent Auditors Report

We have audited the statement of financial condition of PCS Dunbar Securities LLC as of December 31

2008 and the related statements of operations changes in members equity and cash flows for the year

then ended that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 These

financial statements are the responsibility
of the Companys management Our responsibilitY

is to express

an opinion on these fmancial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining on test

basis evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles
used and significant

estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the fmancial statements referred to above present fairly in all material respects the

financial position
of PCS Dunbar Securities LLC as of December 31 2008 and the results of its

operations
and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

Our audit was conducted for the purpose
of forming an opinion on the basic financial statements taken as

whole The information contained in the supplemental
material listed in the accompanying table of

contents is presented for purposes of additional analysis
and is not required part of the basic financial

statements but is supplementarY
information required by Rule 7a-5 of the Securities Exchange Act of

1934 Such information has been subjected to the auditing procedures applied in the audit of the basic

financial statements and in our opinion is fairly stated in all material respects
in relation to the basic

financial statements taken as whole

Garden City New York

February 27 2009

Michael Sullivan Company

Certified Public Accountants P.C



PCS DUNBAR SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2008

ASSETS

Cash and cash equivalents

1005504

Receivable from broker
1189563

Other receivables

92000

Prepaid client service costs
614324

Prepaid expenses and other current assets
27736

Total current assets
2929127

Office equipment net of $81722 accumulated depreciation 33199

Total assets

$2962326

LIABILITIES AND MEMBERS EQUITY

Accounts payable and accrued expenses
189107

Accrued client service costs
868493

Total liabilities

1057600

Members equity

1904726

Total liabilities and members equity
2962326

See accompanying notes to financial statements

Michael Sullivan Company

CERTIFIED PUBLIC ACCOUNTANTS P.C



PCS DUNBAR SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

December 31 2008

Note Nature of operations

PCS Dunbar Securities LLC the Company is limited liability company organized

under the laws of the State of Delaware The Company has registered
with the Securities

and Exchange Commission SEC as broker-dealer under the Securities and Exchange

Act of 1934 and is also member of the Financial Industry Regulatory Authority

F1NRA

The Company began operations in January 2005 The Company primarily provides

independent research products to institutional investors under soft dollar arrangements in

which broker-dealer provides research to customer in return for certain volume of

commission revenue from that customer The Company also engages
in institutional

brokerage of over the counter and listed equities on an unsolicited agency basis

The Company does not carry accounts for customers or perform custodial functions related

to securities The Company clears its securities transactions on fully disclosed basis

through its clearing broker

Note Summary of significant accounting policies

Cash and Cash Equivalents

For purposes of the statement of cash flows the Company considers all highly liquid

investments purchased with an original maturity of three months or less to be cash

equivalents

Equipment

Equipment is stated at cost less accumulated depreciation The Company provides for

depreciation on the straight-line
method as follows

Estimated

Assets
Useful Life

Computer equipment
Years

Michael Sullivan Company

CERTIFIED PUBLIC ACCOUNTANTS P.C



PCS DUNBAR SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

December 31 2008

Note Summary of significant accounting policies continuedi

Revenue Recognition

Commissions are recorded on trade date basis as securities transactions occur The

Company conducts portion of its business within the safe harbor of Section 28e of the

Securities and Exchange Act of 1934 as amended In that regard the Company executes

brokerage transactions for investment advisors money managers and plan sponsors

Money Managers at negotiated commission rate As an incentive to use the

Companys services for the execution of brokerage transactions the Company developed

system to provide third-party
research services to Money Managers based upon the

frequency of use of its services

The amount of third-party
research services that the Company will furnish to the Money

Managers is based on the amount of commissionS that the Company receives or expects to

receive for execution of brokerage transactions and is measured by the Company in terms

of commission total balance paid less research provided It is understood by the Money

managers and the Company that the commission total balance is not redeemable in cash

and when redeemed may only be used to obtain third-party research services through the

Company The accumulated commission total balance of Money managers is reduced when

such Money Managers request the Company to provide third party research services

Amounts relating to Money Managers with positive commission total balance are

reflected in the accompanying statement of financial condition as accrued client service

costs Such amounts represent the amount of research services paid on behalf of Money

managers for which future commissions are expected to be received The provision for

uncollectible negative commission total balance is determined under the direct write-off

method which is not materially different from the allowance method

Income Taxes

No provision for federal and state income taxes has been recorded because the Company

is limited liability company Accordingly the individual members report their share of

the Companys income or loss on their income tax returns

Sales Taxes

The Company is liable for sales taxes on certain equipment and services provided iu

Money Managers Total sales tax expense for the year
ended December 31 2008 was

approximately $99000

Michael Sullivan Company

CERTIFIED PUBLIC ACCOUNTANTS P.C



PCS DUNBAR SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

December 31 2008

Note Summary of significant accounting policies continue

Use ofEstimates

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect the

reported amounts and disclosures Accordingly actual results could differ from those

estimates

Note Exemption from Rule 15c3-3

The Company is exempt from the SEC Rule 15c3-3 pursuant to the exemption provision of

such paragraph k2i and therefore is not required to maintain Special Reserve Bank

Account for the Exclusive Benefit of Customers

Note Concentrations

The Company maintains all of its cash in financial institutions some of which are not

insured under the federal deposit insurance depository program The Company has not

experienced any loss in these accounts and believes it is not subject to any significant
credit

risk

Note Commitments

The Company sub-leases office space under lease which expired May 2008 It is the

Companys intention to renew the lease The lease requires the Company to maintain an

irrevocable letter of credit of $40000 as security deposit which is still outstanding

As of December 31 2008 the Company was negotiating new lease Total rent expenses

as of December 31 2008 was approximately $68900

Michael Sullivan Company

CERTIFIED PUBLIC ACCOUNTANTS P.C



PCS DUNBAR SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

December 31 2008

Note Employee benefit plaii

The Company maintains 40 1k profit sharing plan and defined benefit plan for all

eligible employees Employees may contribute percentage
of their salaries as defined

by the plan subject to the limitations of the Internal Revenue Code The Company

matches employee contributions up to 3% Total contributions for the year
ended

December 31 2008 by the Company to the 401k plan were approximately $29400 The

Company made no contributions to its defined benefit pension in 2008

NQte Nej capital requirement

The Company as member of the FINRA is subject to the SEC Uniform Net Capital

Rule 5c3-1 This rule requires the maintenance of minimum net capital and requires that

the ratio of aggregate
indebtedness to net capital both as defined shall not exceed 15 to

and that equity capital may not be withdrawn if the resulting net capital ratio would

exceed 10 to At December 31 2008 the Company had net capital
of approximately

$1095000 compared to minimum net capital requirement of approximately $70500

Note Financial instruments with off-balance sheet risk

Pursuant to clearance agreements the Company introduces all of its securities

transactions to its clearing brokers on fully disclosed basis All customer balances and

positions long and short are on the books of the clearing brokers Pursuant to the

clearance agreements the Company agreed to indemnify these brokers for losses the

clearing brokers may sustain from customer accounts introduced by the Company It is

not practicable to estimate the fair value of the indemnity however the Company does

not anticipate any loss from the indemnification

Michael Sullivan Company

CERTIFIED PUBLIC ACCOU1TANTS P.C



Michael Sullivan Company
CERTIFIED PUBLIC ACCOUNTANTS P.C

1140 Franklin Avenue Garden City NY 11530- 516-742-2324 Fax 516-742-0530

Independent Auditors Report on Internal Control

Required by Rule 17a-5 of the Securities and Exchange Comnhission

To the Members

PCS Dunbar Securities LLC

Purchase New York

In planning and performing our audit of the financial statements of PCS Dunbar

Securities LLC the Company as of and for the year
ended December 31 2008 in

accordance with auditing standards generally accepted in the United States of America

we considered the Companys internal control over financial reporting internal control

as basis for designing our auditing procedures
for the purpose of expressing our opinion

on the financial statements but not for the purpose of expressing an opinion on the

effectiveness of the Companys internal control Accordingly we do not express an

opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5gl of the Securities and Exchange Commission SEC

we have made study of the practices and procedures
followed by the Company

including consideration of control activitics for safeguarding securities This study

included tests of compliance with such practices
and procedures

that we considered

relevant to the objectives stated in rule 17a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital
under rule 7a-3al and

for determining compliance with the exemptive provisions of rule 15c3-3 Because the

Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities we did not review the practices and procedures followed

by the Company in any of the following

Making quarterly securities examinations counts verifications and

comparisons and recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under

Section of Federal Reserve Regulation of the Board of Governors of

the Federal Reserve System



The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures
referred to in the preceding paragraphs In

fulfilling this responsibility
estimates and judgments by management are required to

assess the expected benefits and related costs of controls and of the practices
and

procedures referred to in the preceding paragraphs
and to assess whether those practices

and procedures can be expected to achieve the SECs abovemefltiofled objectives
Two

of the objectives of internal control and the practices
and procedures are to provide

management with reasonable but not absolute assurance that assets for which the

Company has responsibility are safeguarded against loss from unauthorized use or

disposition and that transactions are executed in accordance with managements

authorization and recorded properly to permit
the preparation

of financial statements in

conformity with generally accepted accounting principles
Rule 7a-5g lists additional

objectives of the practices and procedures
listed in the preceding paragraphs

Because of inherent limitations in internal control and the practices
and procedures

referred to above error or fraud may occur and not be detected Also projection of any

evaluation of them to future periods is subject to the risk that they may become

inadequate because of changes in conditions or that the effectiveness of their design and

operation may deteriorate

control deficiency
exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions

to prevent or detect misstatements on timely basis signi cant deficiency
is control

deficiency or combination of control deficiencies that adversely affects the entitys

ability to initiate authorize record process or report financial data reliably in

accordance with generally accepted accounting principles
such that there is more than

remote likelihood that misstatement of the entitys financial statements that is more

than inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant
deficiency or combination of significant

deficiencies that results in more than remote likelihood that material misstatement of

the financial statements will not be prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose
described in the first

second and third paragraphs and would not necessarily identify
all deficiencies in internal

control that might be material weaknesses We did not identify any deficiencies in

internal control and control activities for safeguarding
securities that we consider to be

material weaknesses as defined above

Michael Sullivan Company

CERTWIED PUBLIC ACCOUNTANTS P.C



We understand that practices and procedures that accomplish the objectives
referred to in

the second and third paragraphs
of this report are considered by the SEC to be adequate

for its purposes in accordance with the Securities Exchange Act of 1934 and related

regulations and the practices and procedures that do not accomplish such objectives
in all

material respects
indicate material inadequacy for such purposes

Based on this

understanding and on our study we believe that the Companys practices
and procedures

as described in the second and third paragraphs
of this report were adequate at December

31 2008 to meet the SECs objectives

This report is intended solely for the information and use of the Members management

the SEC and other regulatory agencies that rely on rule 7a-5g under the Securities

Exchange Act of 1934 or RegulatiOn 1.16 under the Commodity Exchange Act in their

regulation of registered brokers and dealers and introducing brokers and is not intended

to be and should not be used by anyone other than these specified parties

LJU41iIW
ichael Sullivan Company

Certified Public Accountants P.C

Garden City New York

February 27 2009
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